
QUARTERLY BULLETIN

2018 - II

CENTRALE BANK VAN CURAÇAO EN 
SINT MAARTEN



2



Centrale Bank van Curaçao 
en Sint Maarten
QUARTERLY BULLETIN 2018-II

Simon Bolivar Plein 1
Willemstad,

Curaçao
Phone: (599 9) 434-5500

Fax: (599 9) 461-5004
E-mail: info@centralbank.cw

©Centrale Bank van Curaçao en Sint Maarten
 

December 2018



CONTENT

 I Report of the President

 II International Economic Developments

 III  General Economic Developments

 IV Monetary Developments

5

10

14

42

4



I REPORT OF THE PRESIDENT

Global economic growth remained robust 
during the second quarter of 2018, but 
uncertainties increased significantly amid 
escalating trade tensions. Against this 
background, economic activity gathered 
more speed in the USA and remained 
stable in the Netherlands, while the deep 
recession in Venezuela continued. 

Real GDP contracted in the monetary 
union of Curaçao and Sint Maarten during 
the second quarter of 2018 as economic 
activities dropped in both countries. In 
Curaçao, real GDP decreased by 1.3%, while 
Sint Maarten registered a real contraction 
of 9.0%. Inflationary pressures rose in 
both countries. As a result of higher fuel 
and food prices, consumer price inflation 
in Curaçao increased to 2.3% in the second 
quarter of 2018. Sint Maarten’s inflation 
also is estimated to have increased on the 
back of higher prices of consumer goods, 
construction materials, and insurance 
premiums.1

The economic contraction in Curaçao 
was caused by a decline in both net 
foreign and domestic demand. Net 
foreign demand shrank as the rise in 
imports exceeded the increase in exports. 
Domestic demand went down as a result 

1 No Consumer Price Inflation (CPI) data for the second 
quarter of 2018 was available at the time of publication. 
Therefore, the Bank made an estimate of the development 
in Sint Maarten’s CPI.

of lower private and public spending. The 
decline in private spending was due to 
lower private sector investments while 
private consumption remained stable. 
Public expenditures dropped on the back 
of lower public investments. By contrast, 
public consumption rose, supported by 
higher outlays on wages & salaries and 
goods & services. 

A sectoral assessment shows that the 
manufacturing, construction, transport, 
storage & communication, and financial 
intermediation sectors were primarily 
responsible for Curaçao’s second-quarter 
real GDP contraction. Real output dropped 
in the manufacturing sector due to lower 
production activities at the Isla refinery. 
The lower production can be ascribed to 
a decline in crude oil supply to the refinery 
following the seizure of PDVSA assets by 
the American oil company ConocoPhillips 
and limited steam deliveries by the CRU 
plant to the refinery. The drop in real 
value added in the construction sector 
was consistent with the decline in private 
and public investment during the second 
quarter of 2018. The transport, storage, & 
communication sector registered a decline 
as both harbor and airport activities fell. 
The disappointing performance of the 
harbor was the result of a decline in the 
number of ships piloted into the port, 
particularly freighters and tankers. Airport-
related activities fell slightly because of 
a drop in passenger traffic, while the 
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number of commercial landings increased. 
The dismal performance of the financial 
services sector was the result of a decline 
in real value added in both domestic and 
international financial services. The decline 
in the wholesale & retail trade sector was 
caused primarily by lower domestic and 
tourism spending. 

By contrast, activities in the restaurants & 
hotels sector grew in the second quarter 
of 2018 albeit less pronounced than in 
the second quarter of 2017. The growth in 
2018’s second quarter was supported by 
an increase in the number of stay-over and 
cruise visitors. The upbeat performance 
of stay-over tourism was driven by more 
visitors from North America and Europe, 
while the South American and Caribbean 
markets registered a decline. 

The deep real GDP contraction in Sint 
Maarten during the second quarter of 
2018 was largely the result of the severe 
damage and losses that most economic 
sectors suffered from Hurricane Irma 
in September 2017. Consequently, net 
foreign demand dropped while domestic 
demand increased. The drop in net 
foreign demand was the result of a 
marked decline in exports combined with 
higher imports. The increase in domestic 
demand was driven only by higher 
private spending, notably investments, 
reflecting the reconstruction efforts of the 
business sector following the hurricane. By 
contrast, private consumption dropped. 
Public spending also went down on the 
back of lower government investments, 
moderated by an increase in consumption, 
particularly disbursements on goods & 
services for the clean-up and removal of 
hurricane debris. 

Sectoral data reveal that output 
contracted in most sectors of the economy 
of Sint Maarten, with the exception of 
the construction and manufacturing 
sectors. The contraction in output was 
most pronounced in the restaurants 
& hotels sector, due to a sharp decline 
in stay-over tourism. The number of 
visitors fell drastically in all markets as 
a result of the full or partial shutdown 
of most major hotels and the prolonged 
closure of Princess Juliana International 
Airport’s main terminal building following 
Hurricane Irma. In contrast, the number 
of cruise tourists rose as some loyal cruise 
lines returned to Sint Maarten, the harbor 
recovered quickly and effectively, and 
some cruise tourism-related attractions 
and activities were resumed. 

The transport, storage, & communication 
sector posted negative results as airport-
related and harbor activities dropped. 
The decline in airport-related activities 
was consistent with the development in 
stay-over tourism. Meanwhile, the poor 
performance of the harbor reflected a 
decline in the number of ships piloted 
into the port, particularly cruise ships and 
freighters, moderated by an increase in 
container movements. The utilities sector 
posted a contraction as a result of lower 
electricity and water production. Activities 
in the wholesale & retail trade sector 
shrank, reflecting a decline in domestic and 
tourism spending. The real estate, renting, 
& business services sector also put a drag 
on real economic growth in line with the 
sharp decline in stay-over tourism. Real 
value added in the financial intermediation 
sector also shrank as a consequence of a 
decline in domestic financial services. This 
decline reflected lower net interest income 
and other fees & income earned by the 
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commercial banks in Sint Maarten.

On the fiscal front, challenges remained 
for both Curaçao and Sint Maarten during 
the second quarter of 2018. The deficit 
on the current budget of the government 
of Curaçao dropped slightly to NAf.80.3 
million in the June quarter of 2018 
because of a decline in expenditures, 
moderated by lower revenues. However, 
it should be noted that as of May 2018, 
the government no longer includes the 
figures of the social security bank, SVB, in 
the fiscal data, and it made a correction to 
remove the expenditures and income of 
the SVB during the period January–April 
2018 from its current budget in May.2 
Expenditures declined on the back of fewer 
outlays on transfers and subsidies related 
to the exclusion and correction of the SVB 
figures. Meanwhile, government revenues 
fell because of lower nontax revenues 
resulting from the mentioned exclusion 
and correction of the SVB figures. Also, tax 
earnings dropped, particularly from taxes 
on income & profits, goods & services, and 
import duties. 

Following a surplus of NAf.27.5 million 
in the second quarter of 2017, the 
government of Sint Maarten registered a 
deficit of NAf.31.0 million on its current 
budget in the second quarter of 2018. The 
worsened fiscal situation was the result 
of lower revenues combined with a rise in 
expenditures. Government revenues fell 
mainly as a result of lower tax revenues, 

2 Based on advice from the government’s auditor (SOAB), 
the government of Curaçao decided to no longer consoli-
date  the expenditures and income of the social security 
bank, SVB, in the government’s current budget. In May 
2018, the government excluded all income and expen-
ditures of the SVB over the period January–April 2018 
from its current budget. In addition, as of May 2018, SVB 
income and expenditures are not included in the budget.

notably profit, wage, and turnover tax, and 
a decline in the earnings from concessions 
and fees. Furthermore, “other revenues” 
declined due to a transitory high amount 
in the second quarter of 2017. The 
increase in government expenditures was 
attributable to more outlays for goods 
& services, wages & salaries, and social 
security.  

The deficit on the current account of the 
balance of payments rose significantly 
during the second quarter of 2018 
compared to the second quarter of 2017 
due mainly to a decline in the net export of 
goods and services. Net exports dropped 
as imports rose and exports contracted. In 
Curaçao, oil imports increased mainly as 
a result of higher international oil prices. 
In addition, due to the lower production 
at the Isla refinery, oil products were 
purchased from abroad at higher cost. 
More non-oil merchandise imports in both 
countries, more tourism expenditures 
by residents of Curaçao abroad, and 
increased spending on foreign business 
services related to the reconstruction of 
Sint Maarten also fueled the import bill. 
The contraction in exports was caused 
by lower foreign exchange earnings from 
stay-over tourism and transportation 
activities in both Curaçao and Sint Maarten 
and a decline in the receipts from refining 
activities in Curaçao. The development in 
the revenues from stay-over tourism can 
be explained by a drop in the average 
length of stay of Canadian and Dutch 
visitors in Curaçao and the sharp decline 
in the number of stay-over visitors in Sint 
Maarten. Furthermore, receipts from the 
sectors that cater to the tourism sector in 
Sint Maarten went down. However, more 
foreign exchange earnings in Curaçao from 
bunkering activities, ship repair activities, 
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and the re-export of merchandise by 
the free zone moderated the decline in 
exports. Furthermore, foreign exchange 
earnings from cruise tourism rose in both 
Curaçao and Sint Maarten. Meanwhile, the 
income balance deteriorated as a result of 
higher dividend and interest payments to 
foreign investors and labor income paid 
to abroad. In addition, income earned on 
foreign assets dropped. In contrast, the 
current transfers balance improved due 
mainly to the inflow of funds related to 
the claims of local insurance companies 
abroad to pay their clients in Sint Maarten 
whose properties were damaged by 
Hurricane Irma. 

External financing into the monetary 
union rose in the second quarter of 2018, 
reflected by a worsening of the loans & 
credits balance. This worsening was caused 
largely by a decline in foreign deposits of 
residents of Curaçao and Sint Maarten. 
In addition, nonresident deposits in the 
monetary union rose, and the net trade 
credits balance deteriorated. By contrast, 
the direct investment balance improved 
due to an increase in investments by local 
companies in their foreign subsidiaries, 
moderated by a rise in liabilities of local 
companies towards their foreign direct 
investors. The portfolio investment 
balance also improved, sustained by the 
repayment of matured debt securities that 
were issued in the past by local companies 
in the monetary union. Furthermore, local 
institutions invested more in foreign equity. 
However, the improvement of the portfolio 
investment balance was moderated by 
matured foreign debt securities held by 
institutional investors that were only partly 
reinvested abroad. The latter included 
debt securities that were issued in the 
past by the Netherlands Antillean entities 

and taken over by the Dutch government 
under the debt relief program. Because 
the financing from abroad exceeded 
the current account deficit, gross official 
reserves rose by NAf.56.9 million during 
the second quarter of 2018. 

The money supply remained about the 
same during the June quarter of 2018 as a 
result of an increase in net domestic assets 
offset by a drop in net foreign assets. The 
rise in net domestic assets was mainly the 
result of a decline in government deposits 
of the countries of both Curaçao and Sint 
Maarten. However, the increase in net 
domestic assets was mitigated by a decline 
in net credit extension to the private sector, 
the result of a drop in loans extended in 
both Curaçao and Sint Maarten. 

During the second quarter of 2018, 
the Bank kept the reserve requirement 
percentage unchanged at 18.00%. 
Nevertheless, the required reserves rose 
due to an increase in the base upon 
which it is calculated. In addition, the 
Bank continued its policy to gradually 
reduce the amount of outstanding CDs. 
Therefore, at the bi-weekly auctions, the 
Bank offered a lower amount of CDs than 
matured combined with a higher haircut 
on the interest rate offered, resulting in a 
lower amount of outstanding CDs. 

As a result of increases in life expectancy 
and low fertility rates, the population of 
both Curaçao and Sint Maarten is ageing. 
Without proper and timely measures, the 
ageing of the population will put further 
upward pressure on the already elevated 
level of age-related public spending, 
including health care costs and additions 
to the old-age pension fund (AOV) to 
absorb deficits. Because of budgetary 
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pressures, both governments have built 
up substantial arrears towards the social 
insurances and need to take measures 
to settle these arrears and prevent their 
build-up in the future. Although both 
countries have increased the retirement 
age -in Curaçao to 65 years and in Sint 
Maarten to 62 years-, additional measures 
are required to contain the mounting age-
related public spending and, hence, ensure 
fiscal sustainability. Among other things, 
the introduction of a mandatory second-
tier pension and measures to achieve 
more cost efficiency in the health care 
system are steps that need to be taken. 
Furthermore, in the case of Sint Maarten, 
a further increase of the retirement age to 
65 years and the introduction of a general 
health insurance scheme are important 
reforms that should be implemented soon. 

L.A. Matroos - Lasten

President a.i.
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THE UNITED STATES

The U.S. economy expanded by 2.9% in real 
terms in the second quarter of 2018, an 
acceleration compared to the 2.1% growth 
recorded in the second quarter of 2017 (see 
Table 1). The economic expansion during 
2018’s second quarter can be ascribed to 
positive contributions from private, public, 
and net foreign demand.

During the April-June period of 2018, U.S. 
households spent more on goods, notably 
durable goods such as recreational 
goods & vehicles and furnishings & 
household equipment, and on services 
such as transportation and health care 
services. Additionally, private investment 
spending increased as a result of a rise 
in both nonresidential and residential 
fixed investment. Public demand grew as 
well, stemming from higher spending by 
the federal, state, and local governments. 
The contribution of net foreign demand 
to real economic growth also was positive 

because exports rose at a faster pace than 
imports.  

The U.S. unemployment rate declined 
to 3.9%, attributable to job gains in most 
sectors, especially the professional & 
business services, education & health 
services, construction, leisure & hospitality, 
and manufacturing sectors. In addition, 
the number of long-term unemployed and 
the number of workers employed part-
time for economic reasons dropped.

Consumer price inflation in the United 
States rose from 1.9% in the second 
quarter of 2017 to 2.7% in the second 
quarter of 2018, resulting from an increase 
in energy and food prices and a rise in 
shelter, medical care, and transportation 
costs.

Against this background, the Federal 
Reserve increased the target range for the 
federal funds rate to between 1.75% and 
2.00% in June 2018. The Fed’s monetary 

INTERNATIONAL ECONOMIC 
DEVELOPMENTS

Table 1 Economic indicators of the United States

2017-II 2018-II

Real GDP (% change) 2.1 2.9

Consumer prices (%)            1.9 2.7 

Unemployment rate (%) 4.3 3.9

Sources: US Bureau of Economic Analysis and US Bureau of Labor Statistics. 

II
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policy remained accommodative, aiming 
to support a further economic expansion, 
strong labor market conditions, and a 
return of the inflation rate to its target 
level of 2.0% over the medium term. 

THE NETHERLANDS

Real GDP in the Netherlands grew in the 
second quarter of 2018 at the same pace 
of 2.9% as in the second quarter of 2017 
(see Table 2). All components of GDP 
contributed positively to 2018’s second-
quarter growth. 

Both the private and public sectors 
contributed to the increase in domestic 
demand in the Netherlands. Private 
investments grew on the back of more 
investor confidence, reflecting increased 
spending on residential property, 
commercial buildings, infrastructure, and 
machinery. Businesses also spent more 
on automobiles. Furthermore, private 
consumption increased as consumers 
spent more on goods such as automobiles 
and electrical appliances and on services 
such as hotels & restaurants and transport 
& communication services. The growth in 
private consumption was supported by 
higher consumer confidence, better labor 
market conditions, and the further recovery 

of the housing market. The June quarter of 
2018 marks the seventeenth consecutive 
quarter of private consumption growth. 
Meanwhile, public demand rose because 
of an increase in both government 
consumption and investment. 

Net foreign demand also contributed 
positively to real economic growth as the 
increase in exports exceeded the import 
growth. The increase in exports resulted 
largely from more exports of machinery 
& transport equipment, while the higher 
import bill reflected more imports of 
machinery & transport equipment, fuels & 
lubricants, and manufactured goods. 

An analysis of the Dutch economy by 
sector shows that economic growth in the 
second quarter of 2018 was driven mainly 
by more activities in the construction, 
business services, manufacturing, trade, 
transportation, and hotels & restaurants 
sectors, moderated by fewer activities in 
the mining and quarrying sectors.

The inflation rate in the Netherlands 
stood at 1.5% in the second quarter of 
2018, up from the 1.2% inflation reported 
in the second quarter of 2017. The 
higher inflationary pressures stemmed 
particularly from higher prices of energy, 
transport, and food & beverages, mitigated 

2017-II 2018-II

Real GDP (% change) 2.9 2.9

Consumer prices (%)            1.2 1.5

Unemployment rate* (%) 5.0 3.9

Source: Central Bureau of Statistics.  
*International definition.

Table 2 Economic indicators of the Netherlands
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and social issues remain unresolved. 

Domestic spending is projected to 
contract because of declines in both 
private and public spending.4 The drop in 
private spending stems from both lower 
consumption and investment. Consumer 
spending will plummet mainly because 
of the considerably lower disposable 
income of households, caused by the 
hyperinflation. In addition, private 
investment spending will shrink as a result 
of a worsening of investor confidence and 
currency restrictions that impeded the 
import of capital goods. Public spending 
also will go down, resulting mainly from 
lower revenues from oil exports. The 
Venezuelan government is expected to 
totally cease its debt obligations in 2018. 

Net foreign demand’s contribution to real 
GDP growth also will be negative because 
exports are projected to decline at a faster 
pace than imports.5 Despite an uptick in 
international oil prices in 2018, exports 
are projected to decline because of the 

4 Business Monitor International, Latin America Monitor: 
Andean Group Monitor. May 2018, Vol 35, No 5, and 
Business Monitor International, Latin America Monitor: 
Andean Group Monitor. July 2018, Vol 35, No 7.
5 See footnote 4.

by lower communication costs.  

In line with the positive economic 
conditions in the Netherlands, the 
unemployment rate dropped to 3.9% in 
the three months ending June 2018.

VENEZUELA

Amid soaring inflation, widespread 
shortages of goods, and a poor business 
environment, Venezuela’s economic crisis 
continued to worsen. According to the 
estimates of the International Monetary 
Fund (IMF) and Business Monitor 
International (BMI), the country’s economy 
is expected to contract between 9.1% and 
15.0% in 2018, against comparable figures 
in 2017 (see Table 3). 

Venezuela has been suffering from an 
economic crisis since 2014, with more than 
1.5 million citizens leaving the country,3 
and no improvement in sight because the 
country’s profound economic, political, 

3 The UN Refugee Agency, Venezuela Situation, June 2018. 
https://reliefweb.int/sites/reliefweb.int/files/resources/
UNHCR%20Venezuela%20Situation%20June.pdf

2017 2018

Real GDP (% change) -14.0 to -10.6 -15.0 to -9.1

Consumer prices (%)            1,087.5 to 1,243.2 13,864.6 to 105,809.9

Unemployment rate (%) 27.1 33.4

Sources: International Monetary Fund; Business Monitor International; Economic Commission for Latin America and 
the Caribbean and International Labor Organization

Table 3 Economic indicators of Venezuela

12



steep fall in oil production. Meanwhile, 
the lack of foreign currency combined 
with government restrictions will reduce 
imports. 

Venezuela’s inflation rate will hit between 
13,865% and 105,810% in 2018, fueled 
by the rapid expansion of the domestic 
money supply, the shortages of goods, 
and the plummeting confidence in the 
bolívar. The soaring inflationary pressures 
will affect household purchasing power 
and economic activity severely. Moreover, 
Venezuela’s unemployment rate is 
projected to remain in the double-digit 
territory, reaching 33.4% in 2018.6  

6 International Monetary Fund, World Economic Outlook: 
Too Slow for Too Long. Washington, July 2018.
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GENERAL ECONOMIC 
DEVELOPMENTS IN CURAÇAO

Economic activities in Curaçao fell further 
by 1.3% in the second quarter of 2018, 
following a contraction of 1.2% in the 
second quarter of 2017 (see Table 4). 
The contraction in 2018’s second quarter 
resulted from a decrease in both domestic 
and net foreign demand. Furthermore, 

inflationary pressures increased to 2.3% 
due mainly to higher oil and food prices.

An analysis of GDP by expenditure shows 
that domestic demand shrank because 
both private and public demand fell. 
The decrease in private demand was 
caused by lower private investment while 
consumption remained unchanged. 
Private investment fell as a result of fewer 

GENERAL ECONOMIC DEVELOPMENTS

2017-II 2018-II

Domestic expenditure, of which: -0.1 -0.3

Private sector -0.5 -0.2

       Investment 0.1 -0.2

       Consumption -0.6 0.0

Government sector 0.4 -0.1

       Investment 0.1 -0.2

       Consumption 0.3 0.1

Changes in inventory -0.1 0.1

Foreign net expenditure, of which: -1.0 -1.1

 Export of goods and services -0.3 0.1

 Import of goods and services 0.7 1.2

GDP -1.2 -1.3

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten. 
* Expenditure categories data are weighted contributors to GDP growth.

Table 4 GDP by expenditure of Curaçao* (real percentage changes)

III
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construction activities in the second 
quarter of 2018. Public demand declined 
because of lower government investments 
as the construction of the new hospital is 
reaching its final stage, and investments in 
the road infrastructure dropped compared 
to the second quarter of 2017. By contrast, 
public consumption increased as a result 
of more spending on goods & services and 
wages & salaries. Meanwhile, the negative 
contribution of net foreign demand to 
real GDP was the result of an increase in 
imports, moderated by higher exports.

DOMESTIC PRODUCTION

A review of GDP by sector reveals that the 
manufacturing, construction, transport, 
storage, & communication, financial 
intermediation, and wholesale & retail 
trade sectors were mainly responsible for 
the real GDP contraction in the second 
quarter of 2018 (see Table 5).

Real output in the manufacturing sector 
continued to shrink (-4.4%) in the second 
quarter of 2018, as the oil production at 
the Isla refinery dropped further. One 
of the reasons for the lower production 
activities at the refinery was a decline in 
the supply of crude oil from Venezuela, 
related to the seizure of PDVSA assets by 
the American oil company, ConocoPhillips. 
Furthermore, since January 2018, the 
refinery was operating below its capacity 
due to limited steam deliveries by the CRU 
plant. 

Activities in the construction sector 
declined (-1.1%) in the second quarter 
of 2018, following an expansion in the 
second quarter of 2017, as several major 
construction projects were finished or 

reached their final stages. Real value added 
also shrank in the transport, storage, & 
communication sector (-2.3%), although at 
a slower pace than in the second quarter 
of 2017. The activities in the harbor 
recorded a double-digit contraction due 
to the significant drop in the number of 
ships, notably freighters and tankers, 
piloted into the port of Curaçao. The 
decline in the number of tankers was 
related largely to the headwinds facing the 
refinery. By contrast, the number of cruise 
ships that visited the port of Willemstad 
rose. Meanwhile, airport-related activities 
dropped slightly, reflecting a decline in total 
passenger traffic mitigated by an increase 
in the number of commercial landings. The 
increase in commercial landings reflects 
additional flights by various air carriers, 
including KLM, TUI, American Airlines, 
Copa Airlines, Jet Blue, West Jet, and Fly 
Always.

The decline in the financial intermediation 
sector (-2.5%) was the result of a drop 
in real value added of both domestic 
and international financial services. The 
contraction in domestic financial services 
reflects a decrease in net interest income 
mitigated by an increase in other fees & 
income. Furthermore, the international 
financial services subsector recorded a 
decline as reflected by lower wages & 
salaries and other operational expenses.

The wholesale & retail trade sector 
contracted in real terms in the second 
quarter of 2018 (-2.2%) because domestic 
and tourism spending dropped.7 
Furthermore, although the re-exports by 

7 Despite an increase in the number of visitors, tourism 
spending dropped in real terms because of a decline in the 
average length of stay of Dutch and Canadian visitors.
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the free-zone companies rose slightly, the 
rise was not sufficient to compensate for 
inflation. 

In contrast, the restaurants & hotels 
sector recorded an increase (1.7%) in the 
second quarter of 2018 mainly because of 
a rise in the number of stay-over visitors 
(2.4%), particularly from North America 
and Europe. The growth in the North 
American market was supported by more 
tourists from Canada and the United 

States. Meanwhile, the increase in the 
European market was sustained by more 
Dutch visitors, moderated by a decline in 
the number of tourists from Germany and 
Belgium. Contrarily, the Caribbean and 
South American markets declined. The 
contraction in the Caribbean market was 
caused primarily by fewer visitors from the 
Dominican Republic, Jamaica, and Trinidad 
& Tobago, moderated by an increase in the 
number of visitors from Aruba. The latter 
increase was caused mainly by an increase 

2017-II 2018-II

Agriculture, fishery, & mining -1.8 -4.1

Manufacturing -4.1 -4.4

Electricity, gas, & water 0.8 0.3

Construction 3.5 -1.1

Wholesale & retail trade -2.3 -2.2

Restaurants & hotels 3.5 1.7

Transport, storage, & communication -4.1 -2.3

Financial intermediation -1.1 -2.5

Real estate, renting, & business activity 0.7 0.4

Other community, social, & personal services 3.2 -0.6

Private households 1.2 -2.1

Total private sector -0.5 -1.2

Public sector -0.4 0.1

Taxes minus subsidies -0.3 -0.2

GDP -1.2 -1.3

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.

Table 5 GDP by sector of Curaçao (real percentage changes)
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in airlift by Aruba Airlines and DiviDivi Air. 
The South American market contracted 
due to fewer visitors from Venezuela and 
Colombia, mitigated by more visitors from 
Brazil and Surinam. Furthermore, the 
number of visitor nights increased (2.0%) 
during the second quarter of 2018. The 
hotel occupancy rate rose significantly 
(23.7%), but this probably reflects the 
increase in the number of visitors combined 
with fewer available hotel rooms. The drop 
in available rooms is attributable to the 
closure or renovation of several hotels 
such as Plaza Hotel Curacao, Marriott 
Beach Resort & Casino, Howard Johnson 
Curacao, and Kura Hulanda. The number 
of cruise tourists also increased in the 
second quarter of 2018 (17.7%), although 
at a slower pace than in the second quarter 
of 2017 (37.2%). The development in cruise 
tourism was in line with the growth in the 
number of cruise calls (14.3%). (See Table 
11 in Appendix I for more details on stay-
over tourism development.)

INFLATIONARY PRESSURES 

Curaçao registered an inflation rate of 2.3% 
in the second quarter of 2018, up from 
the 1.8% recorded in the second quarter 
of 2017. The rise in inflationary pressures 
stemmed largely from increases in fuel, 
water, and food prices (see Graph 1).

An analysis of the developments in the 
Consumer Price Inflation (CPI) components 
in Curaçao reveals that in the quarter 
ending June 2018, average prices rose 
in all categories except for the category 
“Housekeeping & furnishings” (-0.5%). After 
increasing by 3.6% in the second quarter 
of 2017, prices dropped in the category 
“Housekeeping & furnishings” due mainly 
to lower prices of upholstery & furnishing 
fabrics and household appliances & tools. 
The increase in the categories “Food”, 
“Housing”, “Transport & communication”, 
“Beverages & tobacco”, and “Health” made 
the largest contributions to the inflation 
in the second quarter of 2018. Consumer 
prices accelerated by 4.8% in the “Food” 

Graph 1 Developments in consumer prices (annual percentage change) 

Source: Central Bureau of Statistics Curaçao, Department of Statistics Sint Maarten, Centraal Bureau voor de Statistiek Neder-
land, US Bureau of Economic Analysis and US Bureau of Labor Statistics.  
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category because of increases in all 
subcategories, but the more pronounced 
increases occurred in the subcategories 
vegetables and fruits (13.3%), outdoor 
consumption (3.4%), and dairy products 
(4.9%). Because of a trade embargo 
imposed by the government of Venezuela 
in January 2018, fresh vegetables and 
fruits had to be imported at higher costs 
from other countries. Although the ban 
was lifted in April 2018, imports from 
Venezuela resumed only gradually during 
the second quarter of 2018, and the 
prices of Venezuelan produce were higher 
than before the embargo. The 2.6% price 
increase in the category “Housing” can 
be attributed to higher rents and a rise 
in water and electricity prices compared 
to the second quarter of 2017. Consumer 
prices in the “Transport & communication” 
category rose by 2.6% in the second quarter 
of 2018, driven mainly by an increase in fuel 
prices (7.8%). Furthermore, the rise in the 
category “Health” (2.2%) was due primarily 
to a 3% increase of medicine prices (both 
prescribed and nonprescribed). (See Table 
12 in Appendix I for more details.)

GENERAL ECONOMIC 
DEVELOPMENTS IN SINT 
MAARTEN

During the second quarter of 2018, Sint 
Maarten’s real GDP contracted by 9.0%, 
a dramatic turnaround compared to the 
0.8% growth experienced in the second 
quarter of 2017 (see Table 6), largely 
because of the economic shock wrought 
by Hurricane Irma’s profound damage 
to the country’s production capacity and 
the resultant sharp downturn in tourism-
related activities. The deterioration in net 
foreign demand was the major factor in 

Sint Maarten’s real GDP contraction during 
the April-June period of 2018. According 
to the Bank’s estimates, inflationary 
pressures increased during the second 
quarter of 2018 primarily because of a rise 
in prices of consumer goods, construction 
materials, and insurance premiums.8   

The private sector contributed positively 
to real GDP during the second quarter of 
2018, mainly because of reconstruction 
activities in the wake of Hurricane Irma. 
Private investments rose at a faster pace 
than in the second quarter of 2017 and 
were sufficient to offset the contraction in 
private consumption. Private consumption 
dropped due to, among other things, 
higher unemployment after the closure 
of major hotels and other tourism-
related businesses. The public sector’s 
contribution to real GDP, by contrast, was 
negative. Although public consumption 
increased mainly as a result of a rise in 
outlays on goods & services for the clean-
up and removal of hurricane debris, it was 
insufficient to offset the decline in public 
investments due to budgetary constraints. 
Net foreign demand contracted 
dramatically as exports essentially 
collapsed while imports increased. The 
severe decline in exports was attributable 
mainly to Hurricane Irma’s destruction of 
Sint Maarten’s hotels and other tourism-
related infrastructure, such as the Princess 
Juliana International Airport. The import 
bill increased mainly as a result of higher 
construction-related imports.

8 No Consumer Price Inflation (CPI) data for the second 
quarter of 2018 was available at the time of publication. 
Therefore, the Bank made an estimate of the development 
in Sint Maarten’s CPI.
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DOMESTIC PRODUCTION

Analysis at the sectoral level reveals 
that Sint Maarten’s severe economic 
contraction during the second quarter of 
2018 came from both the private and public 
sectors as the country still reeled from the 
aftermath of Irma’s devastation. The public 
sector put a drag on GDP growth, reflected 
by far lower taxes collected on goods and 
services, in particular lower turnover tax, 
due to the complete or partial shutdown 
of many businesses. 

With the exception of the construction 
and manufacturing sectors, virtually every 
sector in Sint Maarten experienced either 

a dramatic negative reversal or a deeper 
contraction during the second quarter of 
2018 compared to 2017’s second quarter 
as a direct consequence of Hurricane Irma 
(see Table 7). 

Activities in the manufacturing sector grew 
(1.5%) during the second quarter of 2018, 
albeit at a slower pace than in the second 
quarter of 2017, largely because of the 
return of several mega yachts to repaired 
marinas and salvage work on sunken 
and damaged vessels in the Simpson 
Bay Lagoon. In addition, activities in the 
construction sector accelerated positively 
during the second quarter of 2018 (6.8%) 
compared to the second quarter of 2017 

2017-II 2018-II

Domestic expenditure, of which: 0.3 0.3

Private sector 0.4 0.6

       Investment 0.2 2.4

       Consumption 0.2 -1.8

Government sector -0.1 -0.3

       Investment 0.0 -0.8

       Consumption -0.1 0.5

Changes in inventory -0.1 0.1

Foreign net expenditure, of which: 0.5 -9.4

 Export of goods and services 0.4 -8.9

 Import of goods and services -0.1 0.5

GDP 0.8 -9.0

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten. 
* Expenditure categories data are weighted contributors to GDP growth.

Table 6 GDP by expenditure of Sint Maarten* (real percentage changes)
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as repair and reconstruction efforts 
continued apace across the country. 

Real value added in the utilities sector 
registered a marked contraction in the 
second quarter of 2018 (-12.4%), caused by 
sharp declines in the production of water 
and electricity. This development was 
consistent with the dramatically reduced 
demand for electricity and water because 
of the shutdown of large consumers like 
hotels and supermarkets, and damage 

to critical utilities infrastructure such as 
water tanks.

Because of declines in both domestic and 
tourism spending, a deep and negative 
turnaround in activities in the wholesale 
& retail trade sector occurred during the 
second quarter of 2018 (-9.7%) compared 
to the second quarter of 2017. The 
damage and subsequent shutdown of 
many retailers in Philipsburg, in particular 
Front Street, also contributed to the sharp 

2017-II 2018-II

Agriculture, fishery, & mining 0.0 0.0

Manufacturing 2.4 1.5

Electricity, gas, & water -1.2 -12.4

Construction 1.8 6.8

Wholesale & retail trade 2.4 -9.7

Restaurants & hotels 7.2 -28.4

Transport, storage, & communication 1.5 -12.1

Financial intermediation 1.6 -1.3

Real estate, renting, & business activity 0.8 -7.2

Other community, social, & personal services -0.9 0.1

Private households -1.6 -2.2

Total private sector 1.4 -6.4

Public sector -0.5 0.1

Taxes minus subsidies -0.1 -2.7

GDP 0.8 -9.0

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.

Table 7 GDP by sector of Sint Maarten (real percentage changes)
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decline in the wholesale & retail trade 
sector. 

Meanwhile, real value added in the 
restaurants & hotels sector fell dramatically 
during the second quarter of 2018 (-28.4%), 
a severely negative turnaround compared 
to the second quarter of 2017, largely 
because of the near-complete cessation of 
tourism and tourism-related activities in the 
aftermath of the hurricane’s devastation. 
Stay-over arrivals fell by unprecedented 
levels (-71.0%) mainly because of the full 
or partial shutdown of most major hotels 
and the prolonged closure of the Princess 
Juliana International Airport’s main 
terminal building, crippling its ability to 
process large volumes of passengers. All 
major tourism-source markets were thus 
adversely affected. 

Stay-over arrivals from North America, 
Sint Maarten’s main tourism market, fell 
sharply during the second quarter of 2018 
(-81.0%), a deep and dramatic turnaround 
compared to the robust growth seen 
during the second quarter of 2017. 
Visitors from the United States dropped 
off precipitously (-80.2%), along with those 
from Canada (-86.7%). Likewise, stay-over 
arrivals from Europe fell sharply (-50.6%) 
compared to the strong growth seen 
during the second quarter of 2017. Visitor 
numbers from France declined steeply 
(-53.2%), along with a similar decline in 
those from the Netherlands (-37.0%). Also, 
the number of visitors from South America 
fell drastically (-73.9%) as well as those 
from the Caribbean (-41.1%). (See Table 11 
in Appendix I for more details).

By contrast, cruise tourism showed 
remarkable signs of resilience and recovery 
in the aftermath of Irma. Cruise tourism 

arrivals during the second quarter of 
2018 grew (6.2%), albeit at a much slower 
pace than in the second quarter of 2017. 
This growth was caused by, among other 
things, the return of some loyal cruise lines 
to Sint Maarten, the quick and effective 
recovery efforts of the management of the 
A C Wathey Cruise & Cargo Facilities, and 
the partial return of certain cruise tourism-
related attractions and activities. 

Activities in the transport, storage, & 
communication sector contracted during 
the second quarter of 2018 (-12.1%), a 
negative turnaround compared to the 
second quarter of 2017. This turnaround 
was due mainly to the drastically reduced 
airport-related activities and relatively 
smaller declines in harbor activities. 
Airport-related and air transportation 
activities decreased in line with the sharp 
decrease in stay-over tourism. The harbor-
related activities contracted in line with the 
slight decline in the number of cruise ships 
and a larger decline in freighters piloted 
into the harbor during the second quarter 
of 2018. The number of tankers remained 
unchanged. By contrast, container 
movements increased, reflecting mainly 
the shipment of reconstruction-related 
items and consumer goods.

Activities in the real estate, renting, & 
business activities sector also contracted 
in the second quarter of 2018 (-7.2%), as 
the sector, including timeshares, suffered 
from the sharp and sudden drop in stay-
over tourism. 

Finally, activities in the financial 
intermediation sector (-1.3%) also put a 
drag on Sint Maarten’s real GDP growth 
in the second quarter of 2018, as interest 
income of the domestic commercial 
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banks dropped at a faster pace than 
interest expenses, and fees & other 
income declined due mainly to fewer bank 
transactions.

PUBLIC FINANCES

PUBLIC FINANCES OF CURAÇAO

The deficit on the current budget of the 
government of Curaçao reached NAf.80.3 
million in the second quarter of 2018,9 a 
slight drop of NAf.2.3 million compared to 
the second quarter of 2017. Additionally, 
the government recorded an increase in 
its debt-to-GDP ratio from 49.6% at the 
end of the March quarter to 50.1% at the 
end of the June quarter of 2018. The Board 
of Financial Supervision, CFT, expressed its 
concerns towards the country’s financial-
economic situation and urged the 
government to come up with structural 
solutions for sustainable public finances. 

The lower deficit on the current budget of 
the government of Curaçao was caused 
by a decline in government expenditures 
of NAf.410.4 million, mitigated by a 
fall in revenues of NAf.408.1 million. 
Expenditures dropped mainly as a result 
of fewer outlays on transfer & subsidies 
and to a lesser extent, a decline in the 
category “other expenditures”. The outlays 
on transfer & subsidies dropped because 
the government no longer included the 
expenditures of the social security bank, 
SVB, in its figures of the second quarter of 
2018 and made a correction in that quarter 
for the removal of the expenditures of 

9 Source: Financiële Management Rapportage of the 
government of Curaçao of June 2018.

the SVB in the first quarter of 2018.10  
Meanwhile, the decline in the category 
“other expenditures” was largely the 
result of the exclusion of the buffer fund 
of the SVB from the current budget of the 
government. Revenues dropped primarily 
because of a decline in nontax revenues, 
which reflects the similar processing 
of the exclusion of SVB’s income from 
the government’s current budget in the 
second quarter of 2018. Furthermore, tax 
revenues went down, reflecting particularly 
fewer proceeds from taxes on income & 
profits, taxes on goods & services, and 
import duties. (See Tables 13A and 13B in 
Appendix I for a detailed overview.) 

Excluding all the income and expenditures 
of the SVB, the government of Curaçao 
recorded a deficit of NAf.1.7 million on its 
current budget during the second quarter 
of 2018 as government expenditures 
(NAf.356.3 million) exceeded revenues 
(NAf.354.6 million). This deficit is an 
improvement compared to the second 
quarter of 2017’s deficit of NAf.17.2 million 
excluding the SVB. 

The government withdrew NAf.118.0 
million from its accounts at the central 
bank and the commercial banks and used 
these funds to cover its budget deficit and 
to settle part of its outstanding arrears 
towards nonbanks. The drawdown on 

10 Based on advice from the government’s auditor (SOAB), 
the government of Curaçao decided to no longer consoli-
date the expenditures and income of the social security 
bank, SVB, in the government’s current budget. In May 
2018, the government excluded all income generated and 
expenditures of the SVB over the period January – April 
2018 from its current budget. In addition, as of May 2018, 
SVB income and expenditures are no longer included in 
the budget. Because the SVB amounts of January – April 
were subtracted from the budget outcome of May, the 
items “Nontax and other revenues” and “Transfers and 
subsidies” became negative for, respectively, NAf.170.3 mil-
lion and NAf.60.5 million in the second quarter of 2018.   
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deposits with the banking system resulted 
in a monetary expansion in the second 
quarter of 2018 (see Table 8).

Public sector debt of Curaçao 

The total outstanding public debt of 
Curaçao increased by NAf.31.7 million 
at the end of the second quarter of 2018 
compared to the end of March 2018, 
reaching NAf.2.815 billion. This increase 
reflects a rise in both the domestic and 
the foreign debt components, by NAf.25.6 
million and NAf.6.1 million, respectively. 
The increase in the domestic debt 
component was attributable to more 
arrears towards the social security bank, 
SVB, and the public pension fund, APC. 
The arrears towards SVB were largely old-
age pension (AOV), widow’s, widower’s 
and orphan’s pension (AWW), and general 
health insurance premiums. Meanwhile, 
the foreign debt rose because of more 
arrears towards the Dutch government 
related to the coast guard and the common 
court of justice. Consequently, the debt-to-
GDP ratio went up from 49.6% in March 
2018 to 50.1% at the end of June 2018. 

(See Table 13C in Appendix I for a detailed 
overview.)

PUBLIC FINANCES OF SINT MAARTEN

During the second quarter of 2018, the 
government of Sint Maarten recorded a 
current budget deficit of NAf.31.0 million,11  
a turnaround compared to the surplus of 
NAf.27.5 million12 recorded in the second 
quarter of 2017. However, this deficit 
was less than projected for the second 
quarter of 2018 because the government 
received more income and spent less than 
budgeted. 

The NAf.58.6 million worsening of Sint 
Maarten’s current budget balance was due 
to a decline in revenues (NAf.46.7 million) 
combined with a rise in expenditures 
(NAf.11.8 million). Revenues dropped 

11 Source: Financiële Concernrapportage/Uitvoeringsrap-
portage, tweede kwartaal 2018 of the government of Sint 
Maarten.
12 Source: Voorlopige Financiële Concernrapportage/Uitvo-
eringsrapportage, tweede kwartaal 2017 of the govern-
ment of Sint Maarten.

2017-II 2018-II

Monetary financing 74.9 118.0

Central bank 63.3 46.6

Commercial banks 11.6 71.4

Nonmonetary financing 7.7 -37.7

Government securities with nonbanks 0.0 0.0

Other 7.7 -37.7

Cash balance -82.6 -80.3

Table 8 Financing of the budget balance of Curaçao (in millions NAf.)
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largely because of less proceeds from 
taxes, primarily wage tax and turnover 
tax. Furthermore, the category “other 
revenues” went back to its normal level 
after the transitory high amount in the 
second quarter of 2017.13 The income from 
concessions and fees dropped because 
the revenues from several government-
owned companies, such as the utilities 
company, GEBE, dropped significantly 
following Hurricane Irma, putting their 
cash flow under pressure. 

Expenditures went up mainly because of 
more spending on wages & salaries, social 
security, and goods & services. Outlays on 
wages & salaries increased because of, 
among other things, the hiring of more 
border control personnel. The higher 
disbursements on goods & services was 
caused by the cleanup and reconstruction 

13 The government temporarily booked various revenues 
on this category due to IT problems in 2017. Thereafter, 
these revenues were transferred to their proper revenue 
accounts.

efforts following Hurricane Irma, including 
the execution of a hospitality training 
program, the cleanup and removal 
of debris in neighborhoods, and the 
maintenance and suppressing of fire 
outbreaks of a temporary dump that was 
created after the hurricane.  Meanwhile, 
the increased spending on social security 
was related to the 35% increase in the Sint 
Maarten Medical Center (SMMC) tariffs.14  
(See Tables 14A and 14B in Appendix I for 
a detailed overview.)

In the June quarter of 2018, Sint Maarten’s 
government, on a net basis, withdrew 
NAf.36.8 million from its account at the 
central bank while its balances at the 
commercial banks increased by NAf.7.4 
million, resulting in a monetary expansion. 
These funds were used to finance the cash 
deficit (see Table 9).

14 Pending a ministerial decree regarding the adjustment 
of the SMMC tariffs, the government included this adjust-
ment in the social security expenditures in the current 
budget as the government will be charged higher tariffs by 
the Social & Health Insurance Agency (SZV) for the health 
care costs of (retired) government workers.

2017-II 2018-II

Monetary financing -80.1 29.4

Central bank -64.4 36.8

Commercial banks -15.7 -7.4

Nonmonetary financing 52.6 1.6

Government securities with nonbanks 0.0 0.0

Other 52.6 1.6

Cash balance 27.5 -31.0

Table 9 Financing of the budget balance of Curaçao (in millions NAf.)
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Public sector debt of Sint Maarten

The total outstanding debt of the 
government of Sint Maarten dropped by 
NAf.12.4 million to NAf.644.9 million at 
the end of the second quarter of 2018 
compared to the end of 2018’s first quarter. 
This drop can be explained by the decline 
in the domestic debt component as the 
government settled part of its outstanding 
arrears towards the Social & Health 
Insurances Agency, SZV. Consequently, 
Sint Maarten’s debt-to-GDP ratio went 
down from 37.4% in the first quarter of 
2018 to 36.6% in the second quarter of 
2018. (See Table 14C in Appendix I).

25



BOX: THE WORLD BANK AND THE RECOVERY OF SINT MAARTEN

The Sint Maarten Recovery, Reconstruction, and Resilience Trust Fund

In the wake of the devastation left by Hurricane Irma, a powerful tropical cyclone that struck Sint 

Maarten on September 6, 2017, the government of the Netherlands declared that it would provide 

up to €550 million1 (approximately NAƒ1.1 billion) in conditional reconstruction and recovery aid 

to the Sint Maarten government.  Up to €470 million (approximately NAƒ960 million) of this aid 

would be placed in a special trust fund at the World Bank.2 The Dutch government tasked the World 

Bank with managing the funds and coordinating with the Sint Maarten government to identify and 

prioritize projects critical to the country’s reconstruction and economic recovery. For this purpose, an 

extraordinary committee was formed in Sint Maarten with the singular task of approving projects and 

overseeing the dispersal of funds. The aid from the trust fund is in the form of grants.

On April 16, 2018, the official agreement and establishment of the trust fund was signed by the 

governments of the Netherlands and Sint Maarten and the World Bank in Washington, D.C. The fund 

is formally known as The Sint Maarten Recovery, Reconstruction, and Resilience Trust Fund.

Financing the Trust Fund

The pledged total of €470 million in aid was not immediately placed into an account at the World Bank. 

Instead, Dutch government aid intended for the trust fund first needed the discretionary approval of 

the lower house of the Dutch legislature, the Second Chamber, and would then be released in stages. 

Following debate and approval, funds would then be transferred in large, separate tranches to the 

World Bank. A first tranche of €112 million (NAƒ228 million) was approved by the Second Chamber 

and released on April 30, 2018. A second tranche of €150 million (NAƒ306 million) also was approved 

by the Second Chamber and released on November 14, 2018, to be transferred into the trust fund at 

the World Bank.3

Managing the Trust Fund 

The World Bank initially helped the Sint Maarten government carry out a needs assessment of the 

country’s socioeconomic situation post-Irma before preparing the country’s National Recovery and 

Resilience Plan (NRRP). A steering committee then was set up composed of one representative 

each from the Sint Maarten government, the Dutch government, and the World Bank. The steering 

committee decides, through consensus, on the allocation of funds for short-, medium-, and long-term 

recovery projects, capacity building activities, and analytical work based on the NRRP. It meets  bi-

1 Because of much lower tax revenues collected in the aftermath of Hurricane Irma, the Sint Maarten government faced an acute liquidity crisis. 
Thus, about €41 million (NAƒ82.6 million) of the pledged €550 million was earmarked as direct liquidity support. The Dutch government gave 
Sint Maarten a 30-year, interest-free loan of €24.5 million (NAƒ50 million) in February 2017 to be repaid in 25 annual payments of NAƒ2 mil-
lion starting in 2023. A similar €16 million (NAƒ32.6 million) loan was agreed to in October 2018 to help cover the liquidity shortage.
2 The Netherlands attached nonnegotiable preconditions to the financial assistance which had to be met before the funds would be made avail-
able. The preconditions were the establishment of an “Integrity Chamber” and the strengthening of border and immigration controls through a 
formal cooperation agreement between the Royal Dutch Marechaussee and local law enforcement. These preconditions were approved by the 
Parliament of Sint Maarten.
3 “Trust Fund Second Payment Approved,” The Daily Herald, November 14, 2018.
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annually and on an ad-hoc basis to approve projects and monitor the progress of the agreed-upon 

reconstruction work.4 

The steering committee is supported in the execution of its tasks by a technical working group, which 

also comprises one representative each from Sint Maarten, the Netherlands, and the World Bank.  This 

group prepares the biannual steering committee meetings and carries out responsibilities delegated 

to it by the steering committee that advance the objectives of the trust fund. 

Approved Projects and Future Funding 

As of the end of 2018, a total of US$102.7 million (NAƒ183.8 million) in funding has been approved by 

the steering committee for three projects: 

1. US$55.2 million grant (NAƒ98.8 million) for the Sint Maarten Emergency Recovery Project I, 

which includes support for the repair and equipment of shelters, housing repairs, improving the 

resilience of the country’s utilities infrastructure, and improving its emergency response system. 

2. US$22.5 million grant (NAƒ40.3 million) for the Sint Maarten Emergency Income Support and 

Training Project, which provides direct income support to under-employed and unemployed 

persons in addition to certified training aimed at improving their skills. 

3. US$25.0 million grant (NAƒ44.7 million) for the Sint Maarten Hospital Resiliency & Preparedness 

Project, which is intended to support repairs and upgrades to the current hospital and the 

construction in the near future of a new, larger and more hurricane-resistant medical center.

In the meantime, future funding arrangements are being prepared or still in their early appraisal 

stages for the following projects: 

1. US$25 million (NAƒ44.7 million) for the Sint Maarten Emergency Debris Management Project, 

which aims to manage debris from the hurricane and reconstruction activities to facilitate recovery 

and reduce risks, including the extinguishing of fires at disposal sites. 

2. US$35 million (NAƒ62.5 million) for the Sint Maarten Enterprise Recovery Project, which aims 

to provide recovery support to the private sector through new financial instruments for eligible 

micro, small, and medium enterprises with the objective of stimulating economic activities. 

3. US$50 million (NAƒ89 million) for the Sint Maarten Airport Reconstruction Project, which aims to 

contribute to the reconstruction of the Princess Juliana International Airport. 

Thus, at the end of 2018, approximately €262 million (US$298 million or NAƒ535 million) out of the 

pledged €470 million had been transferred into the trust fund at the World Bank and earmarked for 

specific projects.

4 The World Bank has a special section dedicated to the Sint Maarten trust fund called “About the Sint Maarten Recovery Trust Fund” on its 
website, with links to its procurement procedures, costs of the respective projects approved, and a copy of the NRRP. See http://www.worldbank.
org/en/country/sintmaarten/brief/about-sint-maarten-recovery-trust-fund  
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DEVELOPMENTS IN THE 
BALANCE OF PAYMENTS OF 
THE MONETARY UNION

The deficit on the current account of the 
balance of payments almost doubled in the 
second quarter of 2018 (NAf.519.8 million) 
compared to the second quarter of 2017 
(NAf.269.9 million) primarily because of a 
considerable decline in the net export of 
goods and services. The income balance 
deteriorated as well, while the current 
transfers balance improved. Because the 

external financing was more than sufficient 
to cover the current account deficit, gross 
official reserves rose by NAf.56.9 million 
(see Table 10).  

CURRENT ACCOUNT

The net export of goods and services in the 
monetary union contracted by NAf.389.8 
million during the June quarter of 2018 
compared to the June quarter of 2017 
because imports increased significantly 

 2016-II 2017-II 2018-II

Current account -321.2 -269.9 -519.8

Capital transfers 0.2 -2.7 -3.2

External financing of the government 4.9            1.0 3.0

External financing of the private sector 375.4 239.3 517.9

Direct investment 27.6 59.9 -30.1

Loans and credits 218.7 130.0 548.6

Portfolio investment 129.1 49.3 -0.5

Change in gross reserves of the central bank* -116.3 5.4 -56.9

Foreign exchange -25.5 -10.0 -82.0

held at foreign central banks 58.6 -141.2 -59.2

held at foreign commercial banks -84.1 131.2 -22.8

Other claims -90.8 15.4 25.1

Statistical discrepancies 56.9 27.0 59.0

* A minus sign implies an increase.

Table 10 Balance of payments summary (in millions NAf.)
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(NAf.299.9 million) while exports dropped 
(NAf.89.9 million). 

Below is an analysis of the developments 
in the net export of goods and services in 
Curaçao and Sint Maarten in the second 
quarter of 2018.15

Developments in the net export of goods 
and services in Curaçao

In Curaçao, net foreign demand dropped 
by NAf.182.4 million during the second 
quarter of 2018 because imports increased 
(NAf.268.7 million) at a much faster pace 
than exports (NAf.86.4 million). 

Imports increased mainly because of more 
oil imports. The higher import bill can be 
explained by the purchase of oil products 
from suppliers besides the Isla refinery16  
at higher costs. Also the increase in the 
international oil prices contributed to the 
higher import bill. In addition, merchandise 
imports by the wholesale & retail trade, 
utilities, and construction sectors rose, and 
tourism expenditures abroad by residents 
went up. 

The positive export performance resulted 
mostly from an increase in foreign 
exchange receipts from bunkering 
activities, supported by the higher average 
international fuel prices. Moreover, foreign 
exchange revenues from merchandise 
exports by the wholesale & retail trade 

15 The current account of the monetary union is not equal 
to the sum of the current accounts of Curaçao and Sint 
Maarten due to the unregistered transactions between the 
two countries.
16 Because of fewer oil products produced by the Isla refin-
ery due to limited steam deliveries by the CRU plant and 
the decline in available crude oil following the seizure of 
the PDVSA assets by ConocoPhillips, Curoil N.V. purchased 
more oil products from other suppliers abroad.

sector and revenues from ship-repair 
activities increased. In addition, foreign 
exchange income from business services 
rose supported by, among other things, 
more financial, utilities, and construction 
services provided to abroad in the April-
June period of 2018. Foreign exchange 
earnings from tourism activities rose as 
well, resulting from more receipts from 
cruise tourism in line with the increase in 
the number of cruise visitors. Despite a 
growth in the number of stay-over visitors, 
foreign exchange income from stay-over 
tourism shrank because of a decline in the 
average length of stay of Canadian and 
Dutch visitors. However, the export growth 
was mitigated by the further decline 
in the refining fee of the Isla refinery, 
resulting from lower oil production. In 
addition, foreign exchange earnings from 
transportation services provided to abroad 
went down because of fewer receipts from 
activities including harbor and towing 
fees in the port of Curaçao, caused by the 
decline in the number of ships--especially 
tankers and freighters--piloted into the 
harbor.

Developments in the net export of goods 
and services in Sint Maarten

In Sint Maarten, net exports dropped by 
NAf.209.9 million in the second quarter of 
2018 because exports dropped (NAf.174.6 
million), while imports increased (NAf.35.3 
million). 

In the aftermath of Hurricane Irma, foreign 
exchange earnings from tourism activities 
declined in Sint Maarten because most of 
the tourism infrastructure was destroyed, 
resulting in the decline in exports during 
the second quarter of 2018. Foreign 
exchange receipts from stay-over tourism 
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fell considerably (-70.8%), while cruise 
tourism picked up (7.9%). In addition, 
foreign exchange earnings from activities 
that cater to the tourism industry, such 
as the real estate and renting sectors, 
dropped. Furthermore, foreign exchange 
revenues from the transportation sector 
contracted reflecting lower fees earned 
at the harbor and a decline in ground 
handling activities at the airport. 

The increase in imports resulted 
mainly from more non-oil merchandise 
imports by the wholesale & retail trade, 
construction, and hotels & restaurants 
sectors. In addition, foreign exchange 
expenses for business services were up, 
reflecting especially more retail, auxiliary 
financial services, recreational, cultural, 
& sporting, and real estate activities 
received from abroad in 2018’s second 
quarter. The development in both the 
non-oil merchandise imports and the 
expenses for business services reflected 
primarily inventory replenishment and 
reconstruction activities following the 
hurricane. Despite an increase in average 
international oil prices, oil imports fell due 
to lower volumes of fuel purchased from 
abroad, due mainly to reduced electricity 
production.

Developments in the income balance and 
the current transfers balance

The income balance deteriorated by 
NAf.21.8 million in the June quarter of 
2018 because of a decline in dividend and 
interest income received from abroad 
combined with a rise in dividend and 
interest paid to foreign investors and labor 
income paid to abroad. 

Meanwhile, net current transfers into the 

monetary union increased by NAf.161.8 
million in 2018’s second quarter compared 
to 2017’s second quarter. This increase 
stemmed largely from the inflow of funds 
related to the claims of local insurance 
companies to pay their clients in Sint 
Maarten whose insured properties were 
damaged by Hurricane Irma in September 
2017.   

The current account balance deteriorated 
by NAf.249.9 million during the April-
June period of 2018 reaching a deficit 
of NAf.519.8 million. (See Table 15 in 
Appendix I for a detailed overview.)

FINANCIAL AND CAPITAL ACCOUNT

External financing into the monetary 
union rose by NAf.520.9 million during the 
second quarter of 2018. This increase was 
mainly the result of a worsening of the 
loans & credits balance combined with an 
improvement of the direct investment and 
portfolio investment balances.

The loans & credits balance worsened by 
NAf.548.6 million due primarily to a drop 
in foreign deposits of residents of Curaçao 
and Sint Maarten combined with a rise in 
non-residents’ deposits in the monetary 
union. Additionally, the net trade credits 
balance deteriorated because of more 
trade credits received on imports and 
repayments from abroad on trade credits 
extended in the past by local merchants.

The direct investment balance improved 
by NAf.30.1 million during the June 
quarter of 2018 largely because local 
companies in the real estate and other 
business services sectors invested more 
in their foreign subsidiaries. However, 
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the increase in liabilities of companies in 
the monetary union towards their foreign 
direct investors, especially in the banking 
& financial services, wholesale & retail 
trade, and construction sectors, mitigated 
the improvement of the direct investment 
balance. 

The portfolio investment balance 
improved marginally (NAf.0.5 million) 
mostly because of the repayment of 
matured debt securities that were issued 
in the past by companies in the monetary 
union. Also, institutional investors in the 
monetary union invested more in foreign 
equity. However, the improvement of 
the portfolio investment balance was 
offset mostly by the funds received from 
matured foreign debt securities held 
by institutional investors that were not 
reinvested abroad. These debt securities 
were issued in the past by the entities of 
the former Netherlands Antilles and taken 
over by the Dutch State in October 2010 as 
part of the debt relief agreement. 

Because the external financing was more 
than sufficient to cover the current account 
deficit during the June quarter of 2018, 
gross official reserves grew by NAf.56.9 
million.  (See Table 16 in Appendix I for a 
detailed overview.)
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Table 11 Stay-over tourism development by islandab

APPENDIX I

Curaçao Sint Maarten

2017-II 2018-II 2017-II 2018-II

North America, of which: 7.3 (1.4) 18.8 (4.3) 8.1 (5.3) -81.0 (-34.6)

U.S.A. 6.6 (1.1) 17.8 (3.4) 10.3 (5.9) -80.2 (-31.3)

Europe, of which: 6.5 (3.3) 6.3 (3.3) 12.0 (3.0) -50.6 (-21.5)

The Netherlands 2.7 (1.1) 14.5 (6.3) 8.0 (0.7) -37.0 (-7.0)

South & Central America, of which: -24.4 (-4.8) -29.6 (-4.0) 15.4 (0.4) -73.9 (-1.9)

Venezuela -50.6 (-3.9) -71.4 (-1.5) 5.0 (0.0) -51.0 (-0.3)

Colombia 41.3 (2.0) -6.1 (-0.3) - - - -

Surinam -15.8 (-0.3) 7.1 (0.1) - - - -

Caribbean, of which: -20.2 (-1.4) 11.2 (-0.7) 2.0 (0.1) -41.1 (-2.9)

Dominican Republic 6.9 (0.1) -54.2 (-0.3) 14.2 (0.1) -37.2 (-0.6)

Total -5.0 - 2.4 - 9.0 - -71.0 -

Stay-over visitor nights 5.8 - 2.0 - - - - -

Source: Curaçao Tourist Board (CTB) and Sint Maarten Tourist Bureau.
aPercentage change.
bThe weighted growth rates are depicted between brackets.
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Table 12 Development in the consumer price index of Curaçaoa

2017-II 2017-III 2017-IV 2018-I 2018-II

Food 1.4 1.8 2.2 3.5 4.8

Beverages & tobacco 2.5 2.6 2.5 2.1 2.5

Clothing & footwear -1.3 0.0 -2.4 -4.1 0.4

Housing 2.2 1.1 2.5 2.2 2.6

Housekeeping & furnishings 3.6 2.4 1.6 -0.6 -0.5

Health 0.7 2.2 2.2 2.2 2.2

Transport & communication 2.4 0.3 2.0 2.0 2.6

Recreation & education 1.2 0.2 0.0 0.6 0.3

Other 1.1 1.0 1.2 0.8 0.9

General inflation rate 1.8 1.1 1.7 1.7 2.3

Source: Central Bureau of Statistics of Curaçao.
a Annual quarterly percentage change.
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Table 13A Budgetary overview of Curaçao (in millions NAf.)

2016-II 2017-II 2018-II

Revenues 572.5 559.6 151.5

Tax revenues, of which: 355.0 326.4 321.8

       Taxes on income and profits 161.5 142.0 140.0

       Taxes on property 17.0 13.0 14.6

       Taxes on goods and services 131.8 128.4 126.5

       Taxes on international trade and transactions 42.4 40.0 39.2

Nontax and other revenues 217.5 233.2 -170.3

Expenditures 643.7 642.2 231.8

Wages and salaries 197.1 189.6 192.9

Goods and services 40.0 50.8 51.8

Transfers and subsidies 357.0 341.1 -60.5

Interest payments 29.0 27.8 28.3

Other expenditures 20.6 32.9 19.3

Budget balance -71.2 -82.6 -80.3

Source: The data for the first quarter of 2016, 2017, and 2018 were taken from the Financiële Management Rapportage of 
the government of Curaçao of March for each year.
Note: Based on advice from the government’s auditor (SOAB), the government of Curaçao decided to no longer consoli-
date the expenditures and income of the social security bank, SVB, in the government’s current budget. In May 2018, the 
government excluded all income and expenditures of the SVB over the period January–April 2018 from its current budget. In 
addition, as of May 2018, SVB income and expenditures are no longer included in the budget. Because the SVB amounts of 
January–April were subtracted from the budget outcome of May, the items “Nontax and other revenues” and “Transfers and 
subsidies” became negative in the second quarter of 2018.  

34



Table 13B Overview of selected tax revenues of Curaçao (in millions NAf.)

2016-II 2017-II 2018-II

Taxes on income and profits, of which: 161.5 142.0 140.0

Profit tax 49.2 33.7 25.9

Wage tax 113.0 105.9 108.1

Taxes on property, of which: 17.0 13.0 14.6

Land tax/OZB1 11.5 5.5 7.6

Property transfer tax 4.2 7.0 5.9

Taxes on goods and services, of which: 131.8 128.4 126.5

Sales tax 98.3 97.7 98.0

Excises, of which: 21.7 21.0 22.3

       Excise on gasoline 12.7 12.2 11.0

Motor vehicle tax 4.8 5.6 4.3

Taxes on international trade and transactions, of which: 42.4 40.0 39.2

Import duties 42.4 40.0 39.2

1 OZB (Onroerende Zaakbelasting) is a real estate tax that replaced the land tax as of January 1, 2014. 
Source: The data for the first quarter of 2016, 2017, and 2018 were taken from the Financiële Management Rapportage 
of the government of Curaçao of March of each year.
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Table 13C Total outstanding public debt1 of Curaçao (in millions NAf.)

2017-II 2017-III 2017-IV 2018-I 2018-II

Domestic debt 389.7 446.2 459.2 450.3 475.9

of which:

Long-term securities 18.4 18.4 18.4 18.4 18.4

Short-term securities - - - - -

APC 148.0 176.9 219.3 197.2 199.4

SVB 158.1 156.7 136.5 142.9 192.7

Foreign debt 2,286.3 2,286.3 2,346.3 2,332.5 2,338.6

Total debt 2,676.0 2,732.5 2,805.5 2,782.8 2,814.5

(% of GDP) 47.9% 49.0% 50.3% 49.6% 50.1%

1 Debt figures do not comprise the entire collective sector.
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Table 14A Budgetary overview of Sint Maarten (in millions NAf.)

2016-II 2017-II 2018-II

Revenues 108.7 132.1 85.4

Tax revenues 92.0 89.1 67.1

Concessions and fees 9.7 12.4 8.5

Licenses 3.5 3.3 4.1

Other revenues 3.4 27.3 5.7

Expenditures 108.0 104.6 116.4

Wages and salaries 52.2 46.3 52.1

Goods and services 16.7 21.5 23.6

Subsidies 26.5 23.9 25.4

Social security 5.4 4.1 7.9

Interest payments 3.2 6.1 3.1

Other expenditures 4.0 2.7 4.3

Budget balance 0.7 27.5 -31.0

Sources: Voorlopige Financiële Concernrapportage/Uitvoeringsrapportage, eerste kwartaal 2016 and Voorlopige.
Financiële Concernrapportage/Uitvoeringsrapportage, eerste kwartaal 2018 of the government of Sint Maarten.
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Table 14B Overview of selected tax revenues of Sint Maarten (in millions NAf.)

2016-II 2017-II 2018-II

Taxes on income and profits, of which: 45.8 42.1 30.3

Profit tax 10.2 6.1 2.0

Wage tax 34.7 36.0 29.3

Taxes on property, of which: 5.1 4.5 2.9

Land tax 1.4 0.6 0.8

Property transfer tax 3.7 3.9 2.1

Taxes on goods and services, of which: 50.0 49.4 38.4

Turnover tax 34.2 35.8 28.4

Vehicle tax 0.6 0.6 2.9

Excise on gasoline 3.5 2.3 2.2

Sources: Voorlopige Financiële Concernrapportage/Uitvoeringsrapportage, eerste kwartaal 2016 and Voorlopige Finan-
ciële Concernrapportage/Uitvoeringsrapportage, eerste kwartaal 2018 of the government of Sint Maarten.

38



Table 14C Total outstanding public debt* of Sint Maarten (in millions NAf.)

2017-II 2017-III 2017-IV 2018-I 2018-II

Domestic debt 87.9 87.9 87.4 87.4 74.9

of which:

Long-term securities 0.1 0.1 0.1 0.1 0.1

Short-term securities - - - - -

APS 20.0 20.0 20.0 20.0 20.0

SZV 50.8 50.8 50.8 50.8 38.4

Foreign debt 499.3 521.0 519.9 569.9 569.9

Total debt 587.1 608.8 607.3 657.3 644.9

(% of GDP) 31.5% 32.7% 32.6% 37.4% 36.6%
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Table 15 Detailed overview of the balance of payments (in millions NAf.)

2016-II 2017-II 2018-II

Trade balance -728.8 -683.6 -823.8

Exports 247.7 260.2 355.5

Imports 976.5 943.8 1,179.3

Services balance 455.6 430.3 180.8

Receipts, of which: 970.9 986.0 800.9

Travel 525.9 565.7 398.2

Transportation 76.5 56.6 45.4

Other services, of which: 368.5 363.8 357.3

       Int. fin & bus. services sector 69.2 67.7 66.8

Expenses, of which: 515.2 555.7 620.1

Travel 185.5 205.5 241.1

Transportation 70.3 75.7 78.9

Other services, of which: 259.4 274.5 300.1

       Int. fin & bus. services sector 37.1 41.6 55.1

Income balance* -23.7 2.0 -19.8

Current transfers balance** -24.3 -18.7 143.1

Current account balance -321.2 -269.9 -519.8

Capital & financial account balance 264.2 243.0 460.9

Capital account balance 0.2 -2.7 -3.2

Financial account balance 264.0 245.7 464.0

Net errors & omissions 56.9 27.0 59.0

* Labor and investment income.
** Public and private transfers.
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Table 16 Breakdown of net changes in the financial account* (in millions NAf.)

2016-II 2017-II 2018-II

Direct investment 27.6 59.9 -30.1

Abroad** -30.0 -12.3 -34.5

In Curaçao and Sint Maarten*** 57.5 72.1 4.4

Portfolio investment** 129.1 49.3 -0.5

Other investment, of which: 294.9 111.5 388.8

Assets** 446.4 34.4 234.3

Liabilities*** -151.5 77.1 154.6

Net lending/borrowing, of which: -71.3 19.6 162.8

Assets** 46.2 31.8 4.0

Liabilities*** -117.5 -12.3 158.8

Reserves**** -116.3 5.4 -56.9

Total assets** 475.4 108.7 146.3

Total liabilities*** -211.5 136.9 317.7

Balance 264.0 245.7 464.0

* Transaction basis.
** A minus sign means an increase in assets. 
*** A minus sign means a decrease in liabilities.
**** A minus sign means an increase in reserve.
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MONETARY DEVELOPMENTS

MONETARY POLICY

During the second quarter of 2018, the 
Bank kept the percentage of the reserve 
requirement, one of its monetary policy 
instruments, unchanged at 18.00%.17 
However, the base18 on which the reserve 
requirement is calculated increased. As 
a consequence, the amount of required 
reserves increased by NAf.33.9 million 
(3.1%) reaching NAf.1,377.2 million at 
the end of the June quarter of 2018. 
Meanwhile, the Bank continued its 
policy to gradually reduce the amount of 
outstanding certificates of deposit (CDs)19 
, the other monetary policy instrument. 
Therefore, at the bi-weekly CD auctions, 
the Bank offered a lower amount of CDs 
than matured; this action combined with a 
higher haircut on the offered interest rate 
resulted in a decline of outstanding CDs 
from NAf.109.0 million at the end of March 
2018 to NAf.56.0 million at the end of June 
2018.

The Bank’s official interest rate, the 

17 The percentage of the reserve requirement has been left 
unchanged at 18.00% as of June 16, 2014. The decision 
to maintain the reserve requirement at 18.00% was taken 
in light of the already high level of the percentage and the 
fact that the excess liquidity in the banking sector has not 
resulted in excessive credit extension which may put the 
foreign exchange reserves under pressure.
18 The base amount is equal to the commercial banks’ 
domestic liabilities -/- long-term deposits.
19 After an evaluation, the Bank concluded that the 
auctioning of CDs is not an effective instrument during a 
prolonged period of excess liquidity.

IV

pledging rate, remained unchanged at 
2.00% during the second quarter of 2018, 
after it was raised by 50 basis points on 
March 27, 2018.

MONETARY BASE

The monetary base, M0, which consists of 
currency in circulation and the commercial 
banks’ current account deposits with the 
Bank, expanded substantially by NAf.94.0 
million (7.0%) during the second quarter of 
2018. As a result, the annual rate of growth 
of M0 climbed to 37.0% in June, up from 
32.7% in March 2018. Table 17 in Appendix 
II shows that the surge in the monetary 
liabilities of the Bank was attributable 
mostly to the NAf.91.7 million increase in 
the commercial banks’ deposits with the 
Bank. The increase in the current account 
balances of the commercial banks was due 
to, among other things, funds received for 
debt service paid by the Dutch government 
on securities taken over under the debt 
relief program and held in the portfolios 
of the commercial banks and their clients. 
Furthermore, the decrease in the amount 
of outstanding CDs contributed to the 
increase in the current account balances. 
See Graph 2 for the development in the 
monetary base. 

Changes in the monetary base can be 
explained in terms of movements in the 
Bank’s assets and its other, nonmonetary, 
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liabilities. Other things being equal, a drop 
in the Bank’s assets leads to a decline in 
the monetary base. Conversely, when 
the Bank’s nonmonetary liabilities drop, 
the monetary base increases. As Table 17 
in Appendix II shows, the growth in the 
monetary base during the second quarter 
of 2018 was caused by a drop in the Bank’s 
nonmonetary liabilities driven mostly 
by a drop in government deposits and a 
contraction in capital and reserves. Both 
the deposits of the government of Curaçao 
and the government of Sint Maarten 
dropped. Meanwhile, the contraction in 
capital and reserves reflected the drop in 
the market value of gold during the second 
quarter of 2018. A decline in the assets 
of the Bank moderated the rise in the 
monetary base. This decline was the result 
of lower claims on deposit money banks 
because part of the short-term liquidity 
extended to the commercial banks was 
repaid.

MONETARY AGGREGATES 

Monetary growth halted during the June 
quarter of 2018, with broad money (M2) 
increasing by only 0.1% (NAf.9.1 million) 
following an expansion of 2.6% (NAf.223.9 
million) in the first quarter of 2018. The 
development in 2018’s second quarter was 
the result of marginal increases in both 
narrow money (M1) and near money. 

The 0.1% increase in the narrow money 
component (M1) during the June quarter 
of 2018 resulted from an increase in 
currency in circulation (NAf.8.1 million or 
2.2%) mitigated by a decline in demand 
deposits (NAf.4.2 million or -0.1%). Foreign 
currency deposits declined by NAf.55.0 
million (-3.9%), offset largely by an increase 
in Netherlands Antillean guilder deposits 
by NAf.50.8 million (1.8%). 

The near money component also rose 
by 0.1% because of an increase in time 
deposits (NAf.52.7 million or 2.8%) 

Graph 2 Development in the monetary base (in millions NAf.)
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mitigated by a drop in savings deposits 
(NAf.47.5 million or -1.9%). The slight 
growth reflects a turnaround, following 
the declines in the fourth quarter of 2017 
and the first quarter of 2018. The annual 
growth rate of near money amounted to 
-1.9%, up from -2.3% in the first quarter of 
2018. Near money now accounts for 48.9% 
of broad money, down from 53.7% at the 
end of June 2017. Meanwhile, the annual 
growth rate of M2 reached 7.6% at the end 
of June 2018, down from 7.9% at the end 
of March 2018. (See Table 18 in Appendix 
II for more details.)

FACTORS AFFECTING THE MONEY 
SUPPLY

The marginal monetary expansion during 
the second quarter of 2018 stemmed 
entirely from an increase in net domestic 
assets, dampened by a contraction in the 
net foreign assets of the banking system. 

The growth in net domestic assets 
(NAf.118.8 million) was driven by an 
expansionary impact of the government 
sector (NAf.147.3 million or 23.5%) 
mitigated by a decline in credit to the 
private sector (NAf.42.8 million or 
-0.6%). The monetary expansion by the 
government reflected a drawdown of 
deposits at the banking system by the 
government of Curaçao (NAf.118.0 million) 
and the government of Sint Maarten 
(NAf.29.4 million).

The contraction in credit to the private 
sector during the second quarter of 2018 
was caused mostly by fewer loans extended 
(NAf.29.4 million or -0.5%) and a decline 
in amounts receivable (NAf.15.8 million). 
The contraction in the loan component 

was the result of declines in outstanding 
mortgages (-1.4%), business loans (-0.6%), 
and the “other” loan category20 (-5.1%), 
mitigated by an increase in consumer 
loans (2.5%).

In Curaçao, total loans dropped by 0.5%, 
the result of contractions in outstanding 
mortgages (-2.4%), business loans (-0.2%), 
and the “other” loan category (-4.0%). In 
contrast, consumer loans increased by 
3.5%. A similar development is noticed 
in Sint Maarten as the amount of private 
sector loans outstanding declined by 0.6%. 
This decline resulted from contractions in 
business loans (-2.3%), consumer loans 
(-1.4%), and the “other” loan category 
(-19.4%), moderated by an increase in 
outstanding mortgages (0.6%). (See Table 
19 in Appendix II for a detailed overview.) 

Following five quarters of increases, net 
foreign assets dropped by NAf.109.7 
million (-2.0%) during the June quarter of 
2018, attributable to contractions at both 
the commercial banks (NAf.93.2 million or 
-4.7%) and the Bank (NAf.16.5 million or 
-0.5%).

DEVELOPMENTS IN DOMESTIC 
INTEREST RATES

The Bank absorbs part of the excess 
liquidity of the commercial banks at the 
Bank through, among other things, the 
auctioning of certificates of deposit (CDs). 
When setting the rates offered on CDs 
during the bi-weekly auctions, the Bank 
takes into account developments in the 

20 The other loan category contains loans that cannot 
be classified under consumer loans, business loans, or 
mortgages, e.g., credit card loans.
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international financial markets. The Fed 
raised its policy rate, the federal funds 
rate, twice during the first half of 2018. On 
March 21, 2018, it was raised to 1.25% - 
1.50% and on June 13, 2018, it was raised 
again by 25 basis point to 1.75% - 2.00%. 
As a consequence, the benchmark one-
month US dollar libor rate21 increased by 
27 basis points at the end of June 2018 
compared to March 2018. However, the 
maximum rate offered on a 1-month CD 
during the June 2018 quarter (0.40%) 
declined compared to the March quarter of 
2018 (0.55%) because the Bank increased 
the haircut on the US dollar libid rate22.

Due to the standing subscription by the 
Dutch State Treasury Agency (DSTA),23 
which subscribes on local bond issues 
at rates prevailing in the Netherlands, 
changes in the yields on government paper 
are determined by the developments in 
the Dutch capital market. The average 
effective yield on 5-year government 
bonds dropped from -0.07% in the first 
quarter of 2018 to  -0.18% in the second 
quarter of 2018. However, the indicative 
yield on 12-month treasury bills remained 
at -0.66%. The negative nominal interest 
rates that resulted from the large-scale 
asset buying programs by the central 
banks still prevail in Europe, while the Fed 
reduced its similar program in 2017 and 
increased the Fed funds rate three times 
in 2017 and two times in the first half of 
2018. (see Table 20 in Appendix II for a 

21 The London interbank offered rate, the main gauge of 
interbank lending.
22 The London interbank bid rate, which is linked to the 
libor rate.
23 As part of the debt relief program, the Dutch govern-
ment agreed to subscribe on all new loans issued by the 
governments of Curaçao and Sint Maarten at rates pre-
vailing in the Dutch capital market during the period that 
financial supervision by the Kingdom is in effect.

detailed overview.)
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Table 17 The monetary base and its sources (in millions NAf.)

APPENDIX II

Change

2018-I 2018-II Amount Percentage

Currency in circulation 473.2 475.4 2.3 0.5

Banks' demand deposits 

(current account)
860.9 952.6 91.7 10.7

  

Monetary base (M0) 1,334.0 1,428.0 94.0 7.0

Central bank assets

Foreign assets (including gold) 3,641.5 3,643.1 1.7 0.0

Claims on deposit money banks 193.7 177.7 -16.0 -8.3

Claims on the government 0.0 0.1 0.0 132.0

Claims on government agencies and 

institutions
340.4 339.3 -1.1 -0.3

Fixed and other assets 137.3 140.1 2.7 2.0

less:

Central bank remaining liabilities

Private sector deposits, of which: 1,488.1 1,495.7 7.6 0.5

       Time deposits commercial banks 1,422.3 1,403.2 -19.1 -1.3

Government deposits 232.4 149.0 -83.4 -35.9

Foreign liabilities 262.2 280.4 18.1 6.9

Other liabilities 60.2 64.9 4.7 7.7

Capital and reserves 936.0 882.3 -53.7 -5.7
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Table 18 Monetary aggregates (changes, in millions NAf.)

2017-IV 2018-I 2018-II

Amount % Amount % Amount %

Money supply (M2) 131.8 1.5 223.9 2.6 9.1 0.1

Money (M1) 136.0 3.3 238.3 5.5 3.9 0.1

Coins & notes with the public 9.9 2.6 -12.8 -3.3 8.1 2.2

Total demand deposits, of which: 126.1 3.3 251.1 6.4 -4.2 -0.1

 Netherlands Antillean guilders 26.3 1.0 122.3 4.6 50.8 1.8

 Foreign currency 99.8 8.5 128.8 10.2 -55.0 -3.9

Near money -4.1 -0.1 -14.3 -0.3 5.2 0.1

Time deposits -140.4 -6.5 -114.1 -5.7 52.7 2.8

Savings 136.3 6.1 99.8 4.2 -47.5 -1.9
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Table 19 Monetary survey (in millions NAf.)

2017-II 2017-III 2017-IV 2018-I 2018-II

Money supply (M2) 8,290.7 8,557.2 8,689.0 8,912.9 8,922.0

Money (M1) 3,838.6 4,178.5 4,314.4 4,552.7 4,556.6

Coins & notes with the public 381.2 378.5 388.4 375.6 383.6

Total demand deposits, of which: 3,457.4 3,800.0 3,926.0 4,177.1 4,172.9

Netherlands Antillean guilders 2,389.0 2,632.8 2,659.1 2,781.4 2,832.2

Foreign currency 1,068.4 1,167.2 1,266.9 1,395.8 1,340.8

Near money 4,452.1 4,378.7 4,374.6 4,360.2 4,365.5

Time deposits 2,229.3 2,157.4 2,016.9 1,902.8 1,955.5

Savings 2,222.8 2,221.3 2,357.6 2,457.4 2,410.0

Factors affecting the money supply

Net domestic assets 3,645.6 3,745.7 3,699.2 3,542.5 3,661.3

Government sector -633.2 -582.8 -597.4 -626.7 -479.4

Former central government -11.4 -11.5 -11.6 -12.0 -12.0

Curaçao -400.4 -396.9 -474.2 -467.0 -349.0

Sint Maarten -221.4 -174.4 -111.7 -147.8 -118.4

Private sector 6,650.7 6,742.4 6,683.1 6,663.5 6,620.7

Memorandum items -2,371.9 -2,413.9 -2,386.4 -2,494.2 -2,479.9

Net foreign assets 4,645.1 4,811.5 4,989.7 5,370.4 5,260.6

Central bank 3,096.7 3,148.8 3,360.7 3,379.2 3,362.8

Commercial banks 1,548.4 1,662.7 1,629.0 1,991.1 1,897.9
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Table 19 Monetary survey (in millions NAf.) cont.

2017-II 2017-III 2017-IV 2018-I 2018-II

Government loans by commercial banks 13.1 21.4 22.0 13.8 17.5

Government of Curaçao 1.6 5.6 7.3 0.1 3.8

Government of Sint Maarten 11.5 15.8 14.7 13.7 13.8

Private sector loans Curaçao 4,529.3 4,628.1 4,617.5 4,596.6 4,575.5

Mortgages 1,863.5 1,866.6 1,846.0 1,845.7 1,801.4

Consumer loans 876.2 893.2 900.4 894.3 925.7

Business loans 1,681.7 1,765.2 1,772.7 1,762.2 1,757.8

Other 107.9 103.1 98.4 94.4 90.6

Private sector loans Sint Maarten 1,526.1 1,524.9 1,502.8 1,496.2 1,487.9

Mortgages 898.3 893.5 884.2 864.2 869.3

Consumer loans 224.7 226.0 223.9 240.6 237.3

Business loans 395.5 397.8 383.6 384.7 375.9

Other 7.7 7.6 11.1 6.8 5.4
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Table 20 Developments in domestic interest rates (in percentage)

 2017-II  2017-III  2017-IV  2018-I  2018-II 

Central bank

Pledging rate 1.5 1.5 1.5 2.0 2.0

Maximum CD rate (1 month) 0.50 0.52 0.70 0.55 0.40

Government securities

Government bonds (5-year effective yield) -0.13 -0.21 -0.12 -0.07 -0.18

Treasury bills (12-month) -0.62 -0.69 -0.70 -0.66 -0.66
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